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Shell Chemical Company December 9, 195%
Acquisition of Los Angeles
Rlank Lrom BeBaleDale ..

: sments of creditorst! righi:
A, Zitle of Mortgage. In order to comply with the
requirements of Sections 2956 and 2957(5) of the California
Civil Code, it will be necessary for the document to be titled
“Mortgage of Chattels and Purchase Money Mortgage of Real
Property® or seme similar heading m will plainly indicate
at the outset that the mortgage is at least in part a chattel
mortgage,

B. Yenug. The vemue provision in the upper left hand
corner at the beginning of the mertgage is not a reguired
provision of any kind in the state of California.

C. Recitsls. 7he recitals do not appear to affect the
enforceabllity of the mortgage.

D. Habendun.

1) 7The language in this clsuse is possibly
ambiguous in view of later use made of the term
"mortgaged property®. The possible ambiguity is
a) 'llm:-tgapd property® refers only to

the right, title and interest in the described
land acquired by the mortgagor from the
mortgagee under the deed, or

b) "Mortgaged property" means all right,
title and interest in the land subject to ths
deed. This ambiguity can be easily clarified
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and should be in view of the representations

which are reguired of the morigagor under

S8ections 2 and 3.

2) Group 4. No problem as to enforceability.

We assump that the deseription used will be furnished
by the title company which Investigates the title to
the properly and-will have lean confirwmed by comparisen
with a survey.

3) gromp B. Same comment as for Group A, above.

%) Gromp €. No problem as to enforceabllity,

5) groun D. Ko preblem as to enforcesbility,

6) Sxroup B. BExisting ambiguity in this Group
nay present an enforceability problem and could
conceivably lead to serious dispute as to the pro-
perty subject to the mortgage. 7he principal problems
presented by this clause are:

a) That all chattels located an the promises
are not necessarily covered and it is possible
that this may lead to attempts by one party o
the other to expand eor comtract the meaning of
the terms given.

b) 4s to future property to be bdrought
onto the premises, only "renewal;,replacement
or substitution of or appurtensnt to" property
become subject to the mortgage. The mortgagor
is mqu.trid'mdgr the xortgage to replace the
property @und by the deed.

It 1s suggested that if it is at all possible
a more exact schedule of the persenal property
subject te the mortgage be prepared. This
schedule would be useful not only in dstermining
what property was subject to the mortgage dut
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also in determining what property was required
to be replaced.
7) BExceptions. The exceptions do not present
a problem from the enforceebility standpeint. It
iz to be noted that they may be somevhat redundant
if "morigaged property™ means only the property
conveyed by the deed. It 1is desiradble to list them
specifically, however, for purposes of clarity,
© a) Paragrasph (4#){a), Ko problem as
to enforeeability. If pessible, the peragraph
should be altered slightly so that it clearly
covers judgment liens provided they are disdharged
prior to foreclesure. S8Such a provision is
poasibly net essential, but would sewem to be
within the understanding of the parties and may
aveld a future controversy.
b) Paragraphs (4),(b),(c),(d) and (e) are
not objectisnable from an enforcement standpoint.
E. govenants ang ALYoements.
Sectisn ). Ko problem as to enforceability,
gegtion 2. 7This section and section 3 are
acceptable and present no problem as to enforceadility,
if the words "wertgaged propsrty" are clesarly defined
to include only those interests in the subject land
which are conveyed to the mortgagor by the deed.
If "mnrtgaead'ygepczty' is construed %o mean all
interest in the land exespt for those things which
are listed as exceptiocns in the deed, the enforceability
of this provision wounld still not be affected but a
question would arise as to the extent of the lien.
Section 3. Same comment as for Section 2, above.
Sectien b, This section presemts no problem fronm
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an enforceability standpoeint, but it should be neoted
that the intent of the section is to be gathered from
necessary intendment rather than from the werds eof

the sectisn itself, since the recordation of the
mortgage dees not effectuate er maintain the lien of
the mortgage. It would be desirable to revword the
section so as to require the mortgager to do all things
which may be necessary in order to give the lien of
the mortgage the protection afforded by the recording
laws of the state of California.

gection 5. The first portion of this section,
commencing with the first word on Page 6 and ending
at the second semicolon on Page 7 imposes an impossible
burden on the mortgagor since the matter of whether or
not a lien will be imposed iz not necessarily within
the control of the mortgagor. In this regard section
5 does not appear to be in accord with the "permitted
encumbrances® set out on Page & of the mortgage. The
apparent intent ¢of this section ia to sllow the liens
to accrue, for example tax liens, but %o require their
prompt digcharge. It is suggested that the language
of this section e altered in order to meke this |
understanding express.

Section 6. 7This gectiom presents ns problem as to
enforceability. It shounld be noted, however, that
except for the matter of waste, the problem of repair
and maintenance 1s covered by section 16. A4s worded,
section 6 1s ambiguous and section 16 redundant. The
ambiguity in section 6 is that the words "subject to
the provisions of section 16% may msen here (1) that . *
the provisions of section 6 must de cémplied with unless
performance is axcused by section 16, or (ii) that
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compliance with ssction 6 is execused Af the same
susject matter is covered by sectien 16, Inssamch
as section 16 would psrmit thw mertgagor to maintain
the facility in such condition that it could de made
to operate within 180 days, the provisisus of sectisn
& may Do unneoSnSAYily ONETOES.

aiisn 7. Thers is oo sbjeotion te this clunse
from eo enferosability standpeint. Agatn, hewever,
the intent of the section must be implisd frem the
vording. Taxes ate due wntil pald and the oblifgatien
af the mortigagor o pay tases on or wlore the last
dete on which e same shall be dus and payablie ia
meaningless., The obvious intent of the ssgtion is to
require paymsat of the itewms set out prler to delingoency
and it is suggested thst the wording of the section be
changad to 2o provide.

iagkien. 8. the intemt of this sectisn mnd the
prodlan vhich it is intendsd to cover axe net &lear.
fresumably the section is intended Lo sover the mtier
of leases vhleh become subjeet to U martgage. e
mrigags doss oot sthervise swntain langusgs which would sub-
Joct leosses entered inte by the msxtgagor, for land
other than that eonveyed hy the deed, ts the mortgage.
Ho opinisn can Db made as to the enforcesbility of this
clause wntil it is clsar under the tarms of the mrtgage
sxactly what it is wsant t3 cover. 8o fur as appears
on the faoe of the sectien, there is mothing in it whieh
voild salm it waenforesadls &2 {0 any lesse which wvas
subject to the martigage.

aaction 9+ Wo preblem as to enfurossdiiity. Content
appears to be adsquately cowsred by sestion 5. If sestisa
is not dropped, it sheuld be qualiffed to except rights
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or ¢laims of record or appamrent from inspectisn of
the premises.

Ssstisn 10« This sectien presents no problem
as to enforcesdility, slthough it may be denirabls
to specify the mechanics of the methad whereby the
mortgagee will approve the insurance cerried by the
EOPtEREOD.

Saction 1l. Mo prodblem as to enforceability,

Sastien 13+ Fo problam as to enfuraesability.

Sestian 13. Ho problem as to enforcwsbility,

Saction 1. Ho problem as to enfovceability,

gastion 15. Wo problam as to enforcsability, btut
it ahould be noted that the section is wnscssgsary
inssmach as the rights to uranium, thorimm snd other
fissionable matérials are reserved to the mortgagee by
the deed. .

Sectian 16, Ho jroblem as to enforceability from
a mortgage law stendpoint., See the comemut above with
rogard to section 6,

Sastion 17, Xo problem ss to enfurceability.

Seotien 18 Ko prodlem as to enforaeability.

Sagtisn 19, he ferm of this section is not cen-
ventional in California, Although assigrasnt of reats is
permitted in California, the customary mmrwy of aocomplishe
ing the appavent intent of section 19 is for the mrtgager
mmm@mmwtermmommm
right to cellect rents until such time as there ia &
dofeult undsy the mortgage. IThere is apparently no
California ruling on a clause of the typs contained in
section 19, dut it would be highly dssirsdle to alter this
clsuse 8o a5 o follow the form used in Califernia., this 74
would assure its enforesability and loeal aceeptadilitys
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Ag the clame nov stands it wvould be very 4iffimit

te prediect the interpretation which a eowrt might

et on it. Inaswach as it does ot make & presant

essignmant of rents, lsgues and profits, it is
entirely conceivable that a California court would
require a court action to enforce the assignment
beforg 1t would do sffective.

iestian 20, Ihe Califoraia lav contains express
provisions with rogard to the axercise of a power of
sale. See Califwmia Civil Ceds, Sestion 208%. 3Section

20 does mt meet these requiremsats. A pover of sale is

permittsd in Califomis mertgages, but ssction 20 sheuld

be rewritten in ounventional Californis form. It has
also been noted that in line 15 of the section, thw
vord "mortgagee® uas used vhen the word “mortgagor®
was intanded.

atian 2l Shis section &3 not in evoplianes with

Section 564 of the Galifornia Cods of Civil Procedure as

to ihs appointamt of reostvers in mortgege foyeclosurs

sctions. This seotlien has betn held to be a Jurisdistisesd
limitation, Although a previsiom for the sppeintsmnt of &
recsiver aay be speeificelly saforoed scoording te the terms
of the mortgage when coupled with a right of possesaion en
dGafsalt, Gegtion 21, s8 written, would oot be enforesebls
and should be rewritten te canforam with Califerais practice.
fegtions 22 » 29, T™he remalning secticns 22 through

29 & not present any problams so far a8 enforceadility

is concernsd.

F. Alguatize. Ihe signature clause and aignatupes are
adequate under Califesnis law. Uiwm signature of say authevimed
officer would be & satisfactory exeautisn of the dosumsnt. MNowe
conventional Califeornia practices is to hew both the presidemt or

- YT >4

R L SR



o)
b

T ETHETO0 g v
ATINYNMNO,

8¢ TIYA paETIANy wucyydtaosep Lyzedoexd oy 3oy pemesy
8T 31  0RWD 03 PEITUINY UOOY GADY SUCTHITIONM of

g o N y Y LIRS BRI T ek e Ty e

*YMETITACUROT $1e20dio0 JO WIUS PTUICITTED

0 m 93 ‘Zeasaoy ‘erqRagexd e pIMOA 31 CUSYE} HTOUR

wang edodd ® X7 3T JY ART UTUIOFTIRD Jepun LIoy0ersTIve
$T VIRODOTROMRON Jo BIaT e  PTREISIDRMYY -

*uepInaodIcd aqY JO JYWGER UL JTIRDCD M7} O3NDexD

ArejaIves JUVASTRSY Xo LINJAI08E M) PUR JUWPTSOId 60TA ouy

(8) /&



12/9/5%  (8)

searched by a title company and compared with a survey. in
opinion a8 to this matter may be given without examination.
of title i1f, a&s previously discussed, "morigaged property
inclndes only the property conveysd by the deed since the
only requisite in that case will be that the property description
contained in the mortgage is identical with the property
description contained in the dsed.

If the intent is to include in the mortgage all interest
in the land described in the deed, &£ will be nscessary
(a) that the parties agree as to ths facts upon which an epinion
as to title will be based; (b) that the titls and personal
property which are mortgaged be examined,

It is not anticipated that any difficulty will be encountered
in connection with the opinion on this matter assuming the ether
items mentioned herein have been provided fur.

It is neot anticipated that this provision will present any
difficulties.

1 ! RASRE. RN . ) - B4 W RSN

The form of note submitted appears to bde adequate and it

is not anticipated that any difficulty will be sncountered with
this portion of the eopinion.
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In order for this opinion to be given it will be necessary
either to supervise directly the recording or for the parties
to agree as to the facts upon which reliance can be plced for
this opinion. It should de noted, howsver, that the opinien
can only be to the effect that the deed and mertgage have been
30 recorded as to afford the further protection given by the
California recording laws. There is some doubt as to whether
or not recording will “establish"™, or “preserve® the interesat
of the mortgagee. Undtubtedly & satisfactory opinion can be
given on this matter when the recerding has been accomplished.

If payment of the recording fees is supervised, the problem
of giving an opinion as to the recording fee presents no problem.
The issuance of the note will prebably mt be done in California.
An opinion as to the fees and taxes payadle in thet ctmnection
would reguire either an investigation or an agresment as to the
facts upon which susch epinien is te be based.

It should be neted in connectlien with the transaction that
under California law, a mortgagee is not entitled to a deficiency
Judgment after a foreclosure or exercise of the power of sale in
a purchase money mortgage.

The foregoing outline is the result of a rather drief
investigation baso'd .0n & form of purchase mansy mortgage and
other instruments labsled *“draft of 11/18/54* and 1t should be
understood that it is not an opinion as to any of the matters
discussed, but has besn prepared solely for the purpose of
preliminary diseussion of the probiiems which may be encountered.
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